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Members in

Government
January 2004

SEA Reporting and New Certification
Program
A M E R I C A N I N S T I T U T E O F C E R T I F I E D P U B L I C A C C O U N TA N T S

By Lucille Montondon
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formance information, (2) what performance information to report, and
(3) communication of the performance
information. Discussion of each criterion begins with a brief statement of
the criterion and its purpose. The criterion describes the desired state, including an
in-depth description that provides scope
boundaries. Next, the rationale for including
the criterion is discussed, along with practical
suggestions on how to apply it. Last, examples are provided. They include text, charts
and graphs from states, school districts, counties and cities across the nation.
The following is the list of suggested criteria, grouped into three major categories.
Further details are available in the special
report issued in Aug. 2003.

news&
notes

At the 2003 AICPA National
Governmental Accounting and
Auditing Update Conference, Jay
Fountain, who recently retired from the
staff of the Governmental Accounting
Standards Board, presented the latest service
efforts and accomplishments (SEA) special
report: Reporting Performance Information:
Suggested Criteria for Effective
Communication (The CPA Letter, Members in
Government Supplement, Nov. 2003). The
session provided attendees with a review of
the history of service efforts and accomplishment reporting and criteria for effective
reporting.
Managing for results is a systemized
process of tracking a government’s activities
in relation to the desired results. It seems
incredibly logical to develop goals and objectives and then relate funding decisions and
performance evaluations to them. Yet hours of
effort are required to review and evaluate
existing processes, determine how well they
relate to the current objectives and select
those to keep, redefine or discard. The final
step is to report the entity’s success in achieving those goals and objectives in a relevant,
understandable, comparable, timely, consistent and reliable fashion.
These performance measures go beyond
budgeting or input measures. Governmental
entities are being challenged to develop not
just output measures, but measures of outcome—that is, the results achieved by the
output, and efficiency measures, and the
relationship between inputs and outcomes.
The report presents 16 suggested criteria
for use in preparing a report on performance
information. The criteria are arranged in three
broad categories: (1) external report on per-

External Report on Performance
Information
• Purpose and scope. The statement of
scope should include information about
the completeness of the reporting and its
coverage of major programs and services.
• Statement of major goals and objectives.
This section should also explain the source
of the goals and objectives.
• Goals and objectives. Citizens, elected
officials, management and employees
should be involved in the process of establishing the goals and objectives to be discussed.
• Levels of reporting. Using various levels of
reporting allows the users to find the
appropriate and desired level of detail performance information for their interests.
• Results and challenges. An analysis of
results and challenges should include an
executive summary that objectively discusses the major results for the reporting
continued on page E2
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continued from page E1—SEA Reporting
period, plus identifies challenges in
achieving the desired goals.
• Key measures. The focus should be on
key measures to provide users with
enough information to develop their
own conclusions about the organization’s performance without overwhelming detail.
• Reliable information. Readers should be
able to assess the reliability of the
reported measures.

What Performance Information to
Report
• Relevant measures of results. This criterion ensures that the reported measures
reflect the organization’s goals and
objectives and the user can understand
the degree to which they were met.
• Resources used and efficiency. The
information should facilitate the assessment of resources used and the efficiency, cost effectiveness and economy
of the programs and services provided.
• Citizen and customer perceptions. These
perceptions provide a more complete
view of program and services results
and reports on results not captured by
measures of outputs and outcomes.
• Comparisons for assessing performance. This comparison provides a
clear frame of reference for assessing
performance.

• Factors affecting results. A discussion
of identified external and internal factors
that have added a significant effect is
suggested. This helps to provide a context for understanding performance of
the organization.
• Aggregation and disaggregation of
information. The information should not
be misleading. True performance should
not be misrepresented or obscured. It
should be relevant to users who have a
variety of interests and needs.
• Consistency. Consistency allows comparisons over time and provides a better
understanding of what is reported. Any
changes should be noted and the reasons
for the changes explained.

Communication of Performance
Information
• Access and understanding. Users should
be aware of the reports and know where
to find them. The information should be
in a form that is suitable for a variety of
users.
• Regular and timely reporting. Reporting
annually or on a regular basis can be a
key part of decision making and
accountability.
The Association of Government
Accountants has established a program to
help state and local governments
strengthen their performance reports and

FASAB Publishes ED on
Identifying and Reporting on
Earmarked Funds
The Federal Accounting Standards Advisory Board has
issued an exposure draft of a proposed standard identifying and
establishing reporting requirements for earmarked funds. A primary
objective of this project is to clarify the meaning of the term “trust
fund.”
The proposed standard defines earmarked funds as being
financed by statutorily dedicated revenues, often supplemented by
other financing sources, which remain available over time. These
dedicated revenues and other financing sources are required by
statute to be used for designated activities, benefits or purposes, and
must be accounted for separately from the government’s general
revenues. By statutorily dedicating these funds for these specific
purposes, Congress creates the expectation that the funds actually

recognize outstanding reports through a
certificate of excellence in service efforts
and accomplishments reporting program.
The real value of participating is being able
to benefit from the self-improvement that
can result from developing a performance
report that is submitted for review and then
implementing the program’s recommendations.
As noted on AGA’s Web site, governmental entities may submit performance
reports for the implementation phase (July
2004) of this certification program.
Participants receive a complimentary indepth report evaluation, specific recommendations for improving report structure
and content and the opportunity to work
first-hand with the review guidelines, based
in part on the GASB’s suggested criteria
for reporting performance information.
Entities participating during the implementation phase will receive special recognition as program participants. For more
information, check the Web site or contact
Lisa Thatcher at the AGA.
800/AGA–7211; or 703/684–6931,
ext. 212
www.agacgfm.org/homepage.aspx
Lucille Montondon is a professor of
accounting, Texas State University–San
Marcos.

will be used for specific purposes. Many of these funds
have investment authority that permits the accumulation of large interest-earning balances. The total of
these balances has grown approximately tenfold over
the past two decades.
The proposed standard would require that the
financial statements of component federal entities show separately
the portion of cumulative results of operations attributable to earmarked funds. At the government-wide reporting level, the financial
statements would show separately the net position attributable to
earmarked funds. This would assist the users of financial statements
in understanding the government’s commitments regarding earmarked funds.
If adopted, the ED, Identifying and Reporting Earmarked
Funds, would be effective for periods beginning after Sept. 30,
2005. For additional information, visit:
www.fasab.gov

Published for AICPA members in government. Opinions expressed in this CPA Letter supplement do not necessarily reflect policy of the AICPA.
Joseph F. Moraglio, supplement editor
Ellen J. Goldstein, CPA Letter editor
703/281–2037; e-mail: jmoraglio@yahoo.com
212/596–6112; egoldstein@aicpa.org
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GASB Issues Statement on Asset
Impairment and Insurance
Recoveries
The Governmental Accounting Standards Board
has published Statement No. 42, Accounting and
Financial Reporting for Impairment of Capital Assets and for
Insurance Recoveries, which requires governments to report the
effects of capital asset impairment in their financial statements
when it occurs. The guidance also enhances comparability of financial statements by requiring all governments to account for insurance recoveries in the same manner.
In reflecting on the impact of Statement No. 42, GASB Project
Manager Roberta E. Reese said, “Because capital assets are longlived, they are exposed to various risks, including the risk of diminished service utility that is caused by unexpected events or circumstances. This statement will ensure that government financial statements report this loss of service utility when it occurs, rather than
over the remaining useful life of the capital asset.”

GASB to Release Revised
Standards for OPEB
In Feb. 2003, the GASB proposed standards
for how state and local governments should
account for and report their costs and obligations related to “other postemployment benefits” (OPEB). OPEB consists of postemployment benefits other than pensions and generally takes the form of retiree health insurance
and dental, vision, prescription, or other
healthcare benefits. Although standards exist
to guide how governments should account
for and report pension benefits, similar rules
do not exist for OPEB.
One provision of the GASB proposal
concerned “implicit rate subsidies.” In
health insurance plans where a government’s retirees and current employees are
insured together as a group, the premiums
paid by the retirees may be lower than they
would have been if the retirees were insured
separately. This is called an implicit rate
subsidy. The GASB originally proposed
that if the retirees pay 100% of the average
premium for both retirees and current
workers, without a direct contribution from
the employer on their behalf, the employer
would not be required to treat the implicit
rate subsidy as an OPEB cost.
During the public comment period, the
GASB received considerable input on this
issue in the form of comment letters and testimony at public hearings. After considering
the comments it received, the GASB has tentatively decided that implicit rate subsidies
should not be exempted from a government’s

The statement requires governments to evaluate major events
affecting capital assets to determine whether they are impaired.
Those events include physical damage, changes in legal or environmental factors, technological changes or obsolescence, changes in
manner or duration of use and construction stoppage. Impairment
will be measured using methods that are designed to isolate the cost
of the capital asset’s service capacity that has been rendered unusable by impairment.
The guidance includes several disclosure requirements that will
assist users of financial statements in understanding the nature and
impact of impairment of capital assets. Disclosures are required for
impairment losses that are not evident from the face of the financial
statements, for impaired capital assets that are idle and for insurance recoveries that are not evident from the face of the financial
statements.
Statement No. 42, which is effective for fiscal years beginning
after Dec. 15, 2004, can be ordered from the GASB order department:
800/748–0659

calculation of its OPEB costs and obligations, because exempting implicit rate subsidies could significantly understate those costs
and obligations. In other words, governments
that effectively subsidize retiree health insurance premiums by insuring retirees and current employees together would have to
include the cost of that subsidy when
accounting for OPEB. Consequently, some
governments that did not have to report
OPEB information under the original proposal would now have to do so.
Because this tentative decision is a
substantial change from the original proposal, the GASB has decided to release a
revised proposal this month. Constituents
may need to use the 90-day comment
period to develop a response to the proposed revisions.
The GASB plans to issue final standards for OPEB reporting by OPEB plans
and government employers by June 30,
2004. These standards will be effective in
stages, beginning with the largest plans
reporting for years beginning after Dec. 15,
2005, and the largest government employers reporting one year later. As with the
implementation of GASB Statement No.
34, Basic Financial Statements—and
Management’s Discussion and Analysis—
for State and Local Governments, mediumsized plans and employers will have one
additional year to implement the standards
and the smallest plans and employers will
have two additional years.
Questions about this project can be
directed to GASB staff members:

Karl Johnson, kdjohnson@gasb.org
Michelle Czerkawski,
mlczerkawksi@gasb.org

FAF Elects New Chairman
and Names Trustee
Robert E. Denham, partner, Munger,
Tolles & Olson LLP, was elected chairman and president of the Financial
Accounting Foundation, effective Jan.
1. The FAF has oversight, funding and
appointment responsibilities for the
Financial Accounting Standards
Board, the Governmental Accounting
Standards Board and their advisory
councils.
Denham will succeed Manuel H.
Johnson, Co-Chairman, Johnson Smick
International, who has served as FAF
chairman and president since 1997 and
as a member of the Board of Trustees
since 1996.
The FAF also appointed Edward V.
(Ned) Regan to its Board of Trustees,
effective Jan. 1. Since June 2000, Regan
has been president of Baruch College, a
senior college in the City University of
New York. Before that, he served as
New York State Comptroller from 1979
to 1993 and later as a member of several corporate and not-for-profit boards.
He formerly served as a FAF trustee
from 1997 to 2000.
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JFMIP Releases ED on Framework
for Federal Financial Management
Systems
The Joint Financial Management Improvement Program (JFMIP)
has issued an exposure draft revising the Framework for Federal
Financial Management Systems for review and comment. The
framework is the foundation document for the portfolio of JFMIP
financial systems requirements documents and is intended to
achieve consistency with the federal enterprise architecture. It provides the vision and an illustration of the financial management
environment that financial management systems must be designed
to support.
Since the framework was first published in 1995, there have
been many changes in financial management-related legislation and
policies, advances in technology and higher taxpayer expectations.
The new environment has set forth a shift in the financial systems
environment—one that acknowledges that financial systems plan-

New Members
Appointed to Yellow
Book Advisory Council
David M. Walker, Comptroller General of
the United States and head of the U.S.
General Accounting Office, has named
seven new members to the Advisory
Council on Government Auditing Standards
(the “Yellow Book”). The Advisory
Council works with the GAO to keep auditing standards current by issuing revisions
and guidance.
The seven new members, who will
replace those whose terms have expired,
will join the 16 members previously
appointed to serve on the Council.
Collectively, they provide strong knowledge of financial, compliance and performance auditing and program evaluation at
all levels of government. The new members, selected from nominations received
from relevant professional organizations,
will serve for a three-year term, to provide
continuity in membership.
The new members are:
• Phyllis Fong, Inspector General, U.S.
Department of Agriculture.
• Jerome Heer, County Auditor, County of
Milwaukee, Wisconsin.
• Russell Hinton, State Auditor of
Georgia.
• Rakesh Mohan, Director, Office of
Performance Evaluations, Idaho State

ning can no longer take place within “stovepipes,” but must now be
integrated with enterprise-wide goals.
The new document establishes the business and information
layers of the financial infrastructure in contrast to the 1995 document, which was agency- and systems accountant-centric. The new
framework also achieves another goal—to incorporate agency-centric agency interrelationships—and contains a significant contribution from the Department of the Treasury Financial Management
Service.
The new vision for financial management is an integrated
financial infrastructure supported by standardized applications and
data. This means moving beyond timely and accurate reporting to
achieving a readily available knowledge-based, performance
focused financial information base for management. To get there,
the future financial systems environment must move from a stovepiped environment to one of standard applications and services supported and enabled by integrated financial data.
For more information, go to:
www.jfmip.gov

Legislature.
• William Monroe, Auditor General, State
of Florida.
• James R. Speer, Auditor General, United
States Air Force.
• George Willie, Managing Partner, Bert
Smith & Co.
The Comptroller General also has
extended the term of the 16 members previously appointed by one year:
• Chair: John R. Miller, Partner and Vice
Chairman, KPMG LLP.
• Ernest A. Almonte, Auditor General,
State of Rhode Island.
• Debra K Davenport, Auditor General,
State of Arizona.
• Dr. John Engstrom, Professor, Northern
Illinois University.
• Richard L. Fair, State Auditor, State of
New Jersey.
• Dr. Ehsan Feroz, Professor, University of
Minnesota.
• Gregory H. Friedman, Inspector
General, U.S. Department of Energy.
• Dr. Rhoda C. Icerman, Professor of
Accounting, Florida State University.
• Harold L. Monk Jr., Managing Partner,
Davis, Monk & Company, Gainesville,
Florida.
• Stephen L. Morgan, City Auditor, City
of Austin.
• Everett L. Mosley, Inspector General,
U.S. Agency for International
Development.
• Robert M. Reardon Jr., Investment

•
•

•
•

Officer, State Farm Insurance
Companies.
Gerald A. Silva, City Auditor, City of
San Jose.
Dr. Daniel L. Stufflebeam, Director, the
Evaluation Center, Western Michigan
University.
Barry R. Snyder, Inspector General,
Federal Reserve Board.
Nikki L. Tinsley, Inspector General, U.S.
Environmental Protection Agency.
For more information:
Jeanette M. Franzel, 202/512–9406
Marcia B. Buchanan, 202/512–9321

Redesigned IRS
Web Site
The Internal Revenue
Service has redesigned
its Web site to make it
easier and faster for taxpayers to find
the information they need. The home
page has links to information by category, including individuals, businesses,
charities and not-for-profits, government entities, tax professionals and
retirement plans.
www.irs.gov

